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INTERNATIONAL 
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Volume II, No. 43 ® 


In its seventh report to the U.S. Congress, covering 
the quarter ended December 31, 1949, ECA reviews the 
progress of the ERP countries and discusses the steps 
being taken to solve the problems which still face them. 

Industrial production in the ERP countries reached a 
new high in the quarter—120 per cent of prewar. Agri- 
cultural production in the crop year 1949-50 was also 
at its postwar peak, and within 3 per cent of the prewar 
average. Primarily as a result of the currency devalua- 
tions, the volume of European trade rose substantially 
during the quarter. Exports were 114 per cent of prewar, 
compared with 98 per cent in the third quarter, and im- 
ports 99 per cent, compared with 93 per cent in the 
previous quarter. The devaluations were particularly in- 
fluential in stimulating intra-European trade, the volume 
of which exceeded the prewar level for the first time since 
the end of the wat. The trade deficit of ERP countries 
with the United States was reduced from $330 million in 
the second quarter of 1949 to $210 million in the fourth 
quarter. Wholesale price rises and increases in the cost 
of living have been relatively small since devaluation. 
Other signs of progress include the stability of the money 
supply and of exchange rates, national budgets which 
are moving closer to balance, and the fact that the 
premium on gold in the Paris market was steadily dimin- 
ishing during 1949. An adverse development is rising 
unemployment in Italy, Belgium, France, and Western 
Germany. Deflationary tendencies there have become 


Europe 


Sterling Payments 


In reply to a parliamentary question on May 1 the 
British Minister for Economic Affairs stated that up to 
March 31 revaluation payments totaling £61.1 million 
had been made from the Exchange Equalization Account 
following the devaluation of sterling. Payments were 
made to the following countries: Belgium and the Belgian 
Congo, £5.1 million; British Honduras, £100,000; Brazil, 
£9.9 million; France, £300,000; Paraguay, £200,000; 
Iran, £10.9 million; Peru, £1.1 million; Portugal, 
£27.4 million; Switzerland, £1.2 million; Uruguay £4.9 
million. 

In addition, the following payments were made out 
of the Consolidated Fund: International Monetary Fund, 
£148 million; International Bank for Reconstruction and 


INTERNATIONAL MONETARY FUND . 


ECA Report to Congress 





May 12, 1950 





large enough to initiate government counter-cyclical 
measures to stimulate investment and increase the 
volume of public works. 

Although some progress has been made toward greater 
freedom in European trade, many serious barriers remain. 
One of the most serious is dual pricing, and the report 
makes an estimate of the magnitude of price discrimina- 
tion against foreign purchasers. For coal from Germany 
and the United Kingdom, steel from the United Kingdom, 
iron ore from Sweden and France, and phosphate rock and 
potash from France, the premium paid by importers will 
probably aggregate $130 million in fiscal 1950. 

The trade liberalization program agreed upon by the 
OEEC countries in July 1949 has not been very success- 
ful. Although some import quotas have been cut, those 
which have a protectionist effect have been retained. 
Further, the program does not apply to imports by state 
trading monopolies, which for some countries account 
for rather high proportions of total trade. 

The report expresses the hope that the proposed 
European payments union plan will be implemented. 
Transferability between European currencies will enable 
these countries to enlarge their trade with each other and 
obviate the present necessity for bilateral balancing of 
their international accounts. 

Source: Seventh Report to Congress of the Economic 
Cooperation Administration for the Quarter 
Ended December 31, 1949, Washington, D. C. 


Development, £25.4 million. A special payment of 

£600,000 to Brazil was made from moneys voted by 

Parliament in March. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, May 6, 1950. 


U.K. Capital Market 


The British Electricity Authority has issued £150 mil- 
lion of 314 per cent guaranteed stock, dated 1976-79, at 
99. The proceeds of the loan will be devoted to paying off 
bank indebtedness—which was £65 million in March— 
and to financing further development. This issue is the 
first gilt-edged stock since the nineteen thirties to offer 
3% per cent. The Authority borrowed £100 million in 
1948 at 3 per cent. 

Sources: The Times, May 3, 1950, and The Economist, 
May 6, 1950, London, England. 
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U.K. Bank Deposits 


The volume of true bank deposits in the United King- 
dom rose by £76 million in April, compared with £44 mil- 
lion in April 1949. Some seasonal expansion is usual 
in April, after the revenue collecting period in the first 
quarter, but Lloyds Bank’s index, which is seasonally 
corrected, rose by 2.7 points to 259.2 (1938 = 100). 
In April 1949 the rise was 1.3 points. 

The actual volume of deposits was almost the same as 
in April 1949 and 1948—about £5,660 million; there 
have been only seasonal variations for the past two years. 
Between April 1949 and April 1950, advances increased 
£324 million; £160 million of the increase occurred after 
September 1949. 


Sources: The Times, May 3, 1950, and The Economist, 
May 6, 1950, London, England. 


Fiscal Reform in France 


A new “Code of taxes,” published on April 30, 1950, 
forms the new legal basis for practically the entire French 
taxation and revenue system. Since a reform of the tax 
structure was announced on August 17, 1948, several 
laws and decrees have made partial modifications in the 
tax system. The new code replaces all the provisions in- 
cluded in the six traditional codes (“direct” taxation, 
taxation of securities, turnover taxes, “indirect” taxation, 
transfer and property taxes, and stamp duties) and in the 
more recent modifications. 

The new code makes only a few changes in the law, 
but makes the complicated tax system more uniform and 
presents it more clearly. The chief contribution of fiscal 
reform has been more a change in methods of collection 
and controls than any far-reaching revision of the tax 
structure. 

The revenue administration had previously consisted 
of four specialized departments with no centralization. 
Each was dependent on the Ministry of Finance but had 
its own legislation, methods, and traditions. The fiscal 
reform has now created a central agency, the “Direction 
Générale des Impéts,” with unified methods of assess- 
ment, calculation, and controls. Coordination of controls 
is the chief aim of the reorganization. Special control 
units, directly dependent on the Direction Générale des 
Impéts, have been created in the Seine department and 
will now be established throughout France. Centralization 
has already brought substantial success in the fight 
against tax evasion. 

The only recent major change in the tax structure was 
made by a law of July 31, 1949. In the field of “direct” 
taxation, two taxes had previously been assessed, one on 
each source of income treated separately (“scheduled” 
taxes), the other on all sources of income grouped to- 
gether (global surtax). The rates for the scheduled taxes 
were discriminatory. The rate for the surtax was pro- 
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gressive. The law of July 31, 1949 maintained the prin- 
ciple of double taxation of income, but replaced the dis- 
tinction between sources of income in “schedules” by a 
distinction between incomes earned by physical persons 
and incomes earned by firms and juridical persons. Rates 
were made more uniform, varying from 9 to 24 per cent. 
Many consumption taxes from which the yield was small 
were suppressed, and during 1949 several further modi- 
fications were made in the assessment or the rates of these 
taxes. The predominance of turnover and transactions 
taxes as the major source of revenue remains the out- 
standing characteristic of the French fiscal system. 

The new code does not complete the work of the “Com- 
mission parlementaire de la Réforme fiscale,” and there 
are to be further modifications in the tax structure in the 
near future. 

Sources: L’Economie, April 20, 1950, and Le Monde, 
May 3, 1950, Paris, France. 


Netherlands Finance 


The President of the Netherlands Bank states in his 
Annual Report that latent inflationary pressures in the 
Netherlands decreased further during 1949. The money 
supply rose only 3 per cent and all this increase occurred 
during the last quarter of 1949, as a result of the Septem- 
ber devaluation and of exceptionally high exports. The 
national income rose from 12.65 billion guilders in 1948 
to 14.2 billion in 1949, so that the prewar relationship 
between national income and money supply has been re- 
stored. The President thinks it possible to attain mone- 
tary equilibrium in the near future, but adds that this 
favorable development is due mainly to ECA aid. Net 
domestic investment rose to 2.7 billion guilders, i.e., 19 
per cent of the national income, which seems the maxi- 
mum level desirable. Consumption, on the other hand, 
did not increase during 1949, Gold and dollar holdings 
rose as the lag in receipts from ECA diminished. Dollar 
holdings of the Netherlands Bank at the end of 1949 were 
valued at 264 million guilders (US$69.4 million), 
Deutsche mark holdings at 190.8 million, and sterling 
holdings at 177.6 million. 

Total Dutch sterling balances were £35 million at the 
end of 1949 according to The Economist. These reserves 
have now disappeared, and Netherlands Bank holdings of 
Deutsche marks have risen to the equivalent of some 360 
million guilders. A large part of these changes is prob- 
ably due to Dutch transit trade with Germany. The 
Netherlands have in recent months bought heavily for 
sterling and re-exported the same goods for Deutsche 
marks under the new Dutch-German trade pact. The 
Journal of Commerce also reports that Dutch traders are 
now buying German goods and reselling them for hard 
currencies. Part of the hard currency proceeds is used 
to buy hard currency goods for re-export to Germany 
after some processing, and the remainder is used for 
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further transit trade or surrendered to the Dutch Exchange 
Control. 

The Netherlands Minister of Finance has informed 
Parliament of the consequences of devaluation, transfer 
of sovereignty to Indonesia, and revised taxes for the 
1950 budget. The principal figures in the new budget, 
compared with the original budget and the revised 1949 
budget, are as follows (see this News Survey, Vol. II, p. 
118) : 

1949 1950 1950 


original revised 
(million guilders) 


3,521 
3,541 


+ 20 


Current Account 
Expenditures 


3,978 
Receipts 


3,747 


—231 


Surplus (+) or deficit (—) —233 


Capital Account 
Expenditures 381 575 571 
Receipts . ; 71 185 236 


Surplus (+) or deficit (—) —310 -—390  —8335 
Total deficit —543 —370 —566 

The main increases in expenditure are for the speeding 
up of repatriation of troops in Indonesia (186 million 
guilders), other military expenditure (30 million), inter- 
est and amortization on external debts (74 million), coal 
subsidies (10 million), agricultural subsidies (20 mil- 
lion), children’s allowances (18 million), and salaries 
(33 million). 

The corporation tax will be abolished and the rate 
of corporation profits tax will be increased. These and 
other changes will result in an annual net decrease of 
250 million guilders in the tax burden. 

Sources: Aneta News Bulletin, New York, N.Y., April 24, 
1950; Het Financieele Dagblad, Amsterdam, 
Netherlands, April 24 and 25, 1950; The Econo- 
mist, London, England, May 6, 1950; The Jour- 
nal of Commerce, New York, N.Y., May 6, 
1950. 


———S> ss ———— 


IBRD Bonds in the Netherlands 


A group of 14 Netherlands banks, headed by the Neder- 
landsche Handel Maatschappij NV, has applied for the 
listing on the Amsterdam Stock Exchange of Netherlands 
Trustee Certificates to be issued against the 25-year 3 per 
cent bonds of the International Bank for Reconstruction 
and Development. The purchase of $5 million worth of 
these bonds has been approved by the Netherlands Gov- 
ernment. The introduction of the Trustee Certificates 
makes it possible for Dutch investors to sell dollar securi- 
ties in the American market, invest the proceeds in 
International Bank bonds, and have trustee certificates 
issued against them in Holland up to the maximum of 
$5 million. 

Sources: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
May 4, 1950; Het Financieele Dagblad, Amster- 
dam, Netherlands, May 4, 1950. 


Scandinavian Wood Pulp Shipments to U. S. 


During the first two months of 1950, U.S. imports of 
wood pulp increased by about 55 per cent, compared with 
the same period last year. Scandinavian shipments ac- 
counted for 70 per cent of the increase. The large gain 
in imports from Scandinavia is attributable chiefly to 
January receipts of more than 87,000 short tons from 
Sweden, the largest monthly quantity received from that 
country since September 1947. While imports from 
Sweden for these two months were about four times 
larger than those in the same period last year, imports 
from Finland were 5 times larger and from Norway 7 
times larger than a year ago. 

The share of the United States in exports of wood pulp 
from Sweden had diminished from 32 per cent in 1947, 
to 24 per cent in 1948, and 17 per cent in 1949; In those 
years the higher prices obtainable in Europe opened for 
Sweden more European outlets for pulp export. The re- 
cent revival of exports to the United States is due, first, 
to an increase in the U.S. demand for wood pulp and, 
second, to the willingness of Sweden, after the devalua- 
tions, to supply more wood pulp than before at the 
unchanged dollar prices, because the price increase of 
40 per cent in Swedish kronor for dollar exports has 
made these exports more profitable than exports to 
European markets. 

Source: Department of Commerce, Industry Report, 
Washington, D.C., April 1950. 


Danish Government Debt 


Because of devaluation guarantees in Danish clear- 
ing and payments agreements, the Danish Government has 
had a loss of DKr 66.7 million. Furthermore, according 
to the ECA aid agreement the Government is required 
to cover losses due to changes in the exchange rate which 
occur in the period between the importers’ payment to 
the Danish Government and the time when the amount is 
transferred by the Government to the ECA counterpart 
funds. Losses of this kind amount to DKr 36 million. 
To cover these expenditures the National Bank has agreed 
to extend a special credit to the Government. The credit 
will be repayable during the next five years. 

Source: Sveriges Riksbank, Ur tidningarna, Stockholm, 
Sweden, April 25, 1950. 


Danish-U.S. Tariff Reductions 


As a result of Denmark’s signing the Annecy protocol 
to the General Agreement on Tariffs and Trade, the 
United States will, on May 28, reduce tariffs on several 
Danish products, among them dairy products and other 
agricultural products. The 50 per cent reduction in the 
tariff on Danish butter, to 7 cents per pound, is limited 
in application to imports from all sources which do not 
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exceed 5 million pounds in the periods April 1 to July 15 
and July 16 to October 31 of any year. 

The moderate level of the Danish tariff explains the 
predominance of duty-rate and duty-free bindings among 
the concessions granted by Denmark. Denmark will 
lower tariffs for about 40 different American products. 
Sources: Department of State, Press Release, Washington, 

D.C., May 1, 1950; Norges Handels og Sj¢farts- 
tidende, Oslo, Norway, May 2, 1950. 


Swiss Foreign Claims 


At the end of 1949, the volume of Swiss credit lines 
granted to other countries since the war amounted to 
Sw fr 620 million, or Sw fr 62 million less than at the 
beginning of the year. The amount actually utilized fell 
from Sw fr 612 million to Sw fr 319 million. The decline 
in this category of Swiss foreign claims is chiefly due to 
the sale to the market, through the National Bank, of a 
considerable quantity of foreign exchange, particularly 
sterling and French francs, immediately after the devalu- 
ations of September. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, April 
13, 1950. 


Italy’s Low Cost Housing Plan 


Italy’s Fanfani-Case plan, which was adopted in March 
1949 in order to combat unemployment by promoting 
house construction, is in full operation. There are now 
714 apartment houses being built, and 1,800 more are 
to be built soon, making more than 17,000 apartments 
available. The cost of the plan during the coming year 
will be about 98 billion lire; it will be financed by 15 
billion lire from the Government and the remainder 
from industry and payroll deductions. Expenditures in 
the Northern and Central parts of Italy will be 74 billion; 
those in the South and the Islands will be 24 billion. 
The plan is expected to create employment for 80,000- 
90,000 workers during the seven-year period. 


Source: Economic News from Italy, New York, N.Y., 
April 28, 1950. 


Economic Conditions in Greece 


At the annual shareholders’ meeting on April 29, the 
Governor of the Bank of Greece reviewed the country’s 
economic and financial condition during 1949. He char- 
acterized 1949 as the first year of relative price stability 
since the end of the war. Commodity prices showed only 


insignificant increases despite the still persisting currency 
inflation. Advances to the Government and the private 
sector of the economy had increased the volume of the 
note circulation by more than 50 per cent; this was 
offset, however, by an improved supply of commodities, 


greater economic activity, and a reduced velocity of 
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currency circulation. Net gold sovereign sales by the 
Bank to the public in 1949 hardly exceeded half the 
1948 volume. 

Public revenues from internal sources, however, are 
far below state expenditures. Budgetary requirements 
are financed to a considerable extent by counterpart funds 
of foreign aid. Credits and advances to the private sector 
continue to be financed mainly by the Bank of Greece, 
since savings are still insignificant. Part of these credits, 
especially those extended to farmers through the Agricul- 
tural Bank, involves inflationary financing; measures 
ensuring prompt repayment should therefore be adopted. 

The balance of payments problem continues to be 
most acute. An annual deficit of around US$260 million 
in 1948 and 1949 was met mainly by foreign assistance. 
The exchange depreciation of September 1949 had some 
beneficial effect on the external position. During the last 
quarter of the year, exports against foreign exchange or 
through general clearing channels were 57 per cent above 
those of the corresponding period a year ago, and receipts 
from emigrants’ remittances increased by 32 per cent. 
Only exports through private barter fell by 48 per cent as 
a result of government measures to restrict exports under 
this system. These favorable trends continued also 
during the first quarter of 1950. 

The Governor expressed the belief that unless the 
economy’s natural resources are developed Greece cannot 
become self-supporting. Construction of large projects, 
however, has not yet started, and such construction will 
be possible only when the utilization of foreign aid for 
consumer and relief purposes is limited to the utmost. 


Source: To Vima, Athens, Greece, April 30, 1950. 


West German Tax Reform 


The West German Government recently adopted a tax 
reform law by which income taxes, especially in the higher 
brackets, and corporation taxes are to be reduced by 
about 30 per cent. The new law has been provisionally 
vetoed by the Allied High Commission and has, therefore, 
not yet become effective. 

According to Allied estimates, a loss of DM 1 billion in 
tax revenue would be involved; in the opinion of the 
High Commission, this loss should be covered by other 
forms of taxation. The West German Government, on 
the other hand, argues that the present tax rates are 
excessive and should be modified in order to encourage 
capital formation. Revenue losses, it is claimed, will not 
be large because of the anticipated improvement in 
German tax morale, the further tightening of tax regu- 
lations, and the greater efficiency of tax collections. 

A memorandum is reported to have been submitted 
by the German Finance Minister, which proposes a 
luxury tax of about 10 per cent on furs, jewelry, motor 
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cars, expensive leather goods, and liquor, and a 20 per 

cent tax on highly priced restaurant meals. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
April 23, 1950; The Financial Times, London, 
England, April 25 and 27, 1950. 


Revenue Losses in Western Germany 


In a memorandum submitted by the Finance Minister 
of the Federal Government to the Allied authorities, illegal 
imports into Western Germany in 1949 are estimated at 
about DM 500 million. The largest items in this contra- 
band trade were probably coffee, cigarettes, cigarette 
paper, and tea, which are more heavily taxed in Western 
Germany than in other countries. The consequent loss 
of Federal customs duties and of consumption, turnover, 
and income tax is put at about DM 800 million. The 
value of illegal exports, mainly light steel products, 
cameras, and surgical instruments, is also estimated at 
DM 500 million. This illicit trade is accompanied by 
widespread black-market transactions in foreign exchange. 
Source: Bank for International Settlements, Press Review, 


Basle, Switzerland, April 17, 1950. 


Middle East 


Cotton Prices in Egypt 


Cotton prices in Egypt have resumed their upward 
movement after a period of relative dullness probably 
caused by profit taking, a slackening of foreign demand, 
and releases of large stocks of cotton by speculators (see 
this News Survey, Vol. II, p. 281). In the forward 
market in April, prices for a June contract were 106.75 
talaris (one talari — 20 piasters — US$0.574) per 
kantar of Ashmouni variety, and 79.50 talaris per kantar 
of Karnak. Compared with corresponding prices in 
1949, Ashmouni. shows an increase of 128 per cent and 
Karnak an increase of only 25 per cent. Contrary to the 
usual situation, the price of Ashmouni, which is the 
medium-long fiber variety, is now higher than that of 
the extra-long fiber Karnak. The sharp rise in Ashmouni 
prices is attributable to the cornering of most of the 
available supplies by a few merchants at the news of 
possible agreements with the U.S.S.R. When agreements 
were signed providing for the exchange of Egyptian cot- 
ton, mainly Ashmouni, against Russian wheat and corn 
(see this News Survey, Vol. II, pp. 305 and 336), Ash- 
mouni prices soared to their present levels. The extent 
of cornering may be measured by the difference between 
current prices and those for an October contract, when 
supplies from the new crop are available. October con- 
tracts are now quoted at 64 talaris, or approximately 40 
per cent below June quotations. 


Source: Le Monde, Paris, France, April 24, 1950. 


Iraq’s 1950-51 Interim Budget 


Allocations for Iraq’s first interim ordinary budget in 
1950-51 (April-May) were based on the monthly rate of 
the previous budget and reduced by 16 per cent. The 
approved figure for 1949-50 was ID 27,145,250, which 
would permit about ID 4.5 million for the two months 
but this was scaled down to ID 3.8 million. Allocations 
for independent budgets and capital works are about 
ID 2 million, bringing the total of the combined first 
interim budget for the two months to about ID 5.8 
million. 


Source: The Iraq Times, Baghdad, Iraq, March 30, 1950. 
New Iraqi Date Company 


The Date Association in Iraq has sponsored a new 
company, the “Iraqi Date Trading Co. Ltd.,” which is 
scheduled to begin active operations at the beginning of 
the forthcoming date season. The new company will have 
capital of ID 500,000 in 50,000 ordinary shares. The 
Date Association will contribute 49 per cent of the 
capital, and the remainder will be subscribed by Iraqi 
grove owners and merchants in Basrah, Baghdad, and the 
Euphrates, and by the public. Foreign firms in Iraq 
dealing in dates will be permitted to participate. 

The new company’s present plans include the handling 
of date exports mainly from Central Iraq and the 
Euphrates area. It will also establish its own packing 
stations, fumigation plants, warehouses, cold-storage in- 
stallations, and factories for the manufacture of date 
products. 


Source: The Iraq Times, Baghdad, Iraq, March 31, 1950. 


Far East 


Indian Liberalization of Exports 


With a view to encouraging export trade, the Govern- 
ment of India has decided to license freely the export of 
(1) domestically manufactured spare parts and accessories 
for motor vehicles shipped to all permitted destinations 
within six months from March 1, 1950, and (2) electric 
motors of domestic manufacture to all permitted desti- 
nations excluding Pakistan, up to December 31, 1950. 

The Government has also made the following changes 
in the export quota for cotton piece goods: (1) extended 
the period from August 31 to December 31, 1950; (2) 
changed the quota from 800 million yards for the year 
ending August 31, 1950 to 1 billion yards for the sixteen 
months ending December 1950; (3) excluded handloom 
cloth and fine and superfine cloth from the quota as of 
April 1950; (4) excluded from the quota exports of all 
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cloth to hard currency countries as of April 1, 1950, 
licenses for such exports being granted freely. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, April 17, 1950. 


India’s Population 

India’s population has been officially estimated at 
347.34 million on March 1, 1950. This represents an 
increase of 28.57 million over 1941 when the last census 
was taken. The annual excess of births over deaths is 
3.19 million. Allowances were made in the estimates 
for the movement of refugees. The United Province 
heads the population list with 61.62 million, followed by 
Madras with 54.29 million, Bihar with 39.42 million, and 
Bombay with 32.68 million. 
Source: Indian Embassy, Jndian News Bulletin, Wash- 

ington, D.C., May 8, 1950. 


Wheat Control Abolished in West Pakistan 


Effective May 1, 1950, the Pakistan Government has 
removed all control over the prices and internal move- 
ment of wheat and wheat products within Western Pakis- 
tan except in the “border area” and the rationed towns, 
including Karachi and Lahore. Rationing and restric- 
tions on the movement of wheat and wheat products to 
these towns will continue. Existing controls on food 
grains in East Pakistan will remain in force. 


Source: The Times of India, Bombay, India, May 2, 1950. 


Thailand-Commonwealth Settlement 
Thailand has agreed to pay £5,245,000 to the British 


Commonwealth in settlement of war claims. It is believed 

that the United Kingdom will receive about £4.6 million, 

Australia about £0.5 million, and India about £0.1 mil- 

lion, but the exact distribution has still to be determined. 

Source: The Financial Times, London, England, May 6, 
1950. 


China’s Northeast Economic Construction Plan 


China’s Northeast People’s Government Council, at its 
second meeting on March 20-22, approved the Northeast 
economic reconstruction plan for 1950, submitted by the 
Chairman of the Northeast People’s Government. Under 
this plan, industrial output of public-owned industries 
will be 93 per cent above that in 1949, and the target 
for agricultural production is 18 million tons, or 37 per 
cent above last year. Thus the ratio between industrial 
and agricultural output will be increased from 35 per 
cent last year to 43 per cent in 1950. A balanced budget 
will be made possible, with 54 per cent of total expendi- 
tures devoted to investment for development and rehabili- 
tation. 
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The plan also calls for expansion of government-owned 
shops and cooperatives, whose total business should 
comprise 50 per cent of the entire retail business of the 
area, which is a 16 per cent increase over 1949. The 
number of such shops will be increased to 1,500. In 
order to meet the demand for daily necessities, the plan 
also calls for the development of government-operated 
and privately-owned light industries. 


Source: Ta-Kung-Pao, Hong Kong, April 5, 1950. 


Philippine Borrowing in U.S. 

Negotiations are reported to have been completed on 
April 17 for a $25 million short-term loan from the 
Bank of America to the Central Bank of the Philippines. 
This loan, it is understood, will be used largely by the 
Rehabilitation. . Finance. Corporation. .for. development 
loans. The interest charge will be 3.125 per cent with 
the dollar deposits of the Philippine Government in the 
Bank of America serving as collateral; if gold is substi- 
tuted as collateral at some future date, the loan will be 
extended, with interest, at 2 per cent for the first year or 
21% per cent for the second and third years. 


Source: Far East Trader, New York, N.Y., April 24, 1950. 


United States and Canada 


Construction in the United States 


Construction activity in April exceeded all previous 
April records, according to a joint report by the U.S. 
Departments of Commerce and Labor. The total value 
of new construction was estimated at $1.7 billion—10 per 
cent over March and 24 per cent more than in April 1949. 
Total construction in the first four months of 1950 is 
estimated at $6.1 billion—20 per cent more than during 
the comparable period of 1949. 

Private construction in April, at $1,254 million, was 
9 per cent above that in March. Private residential con- 
struction was 1] per cent above the March level and 62 
per cent above April of last year. Homebuilding in the 
first four months was 50 per cent above the same period 
in 1949. Other private building did not share in the 
April increase. Expenditures for industrial and com- 
mercial building were at about the same rate as in March 
and somewhat below the level in April 1949, with indus- 
trial building down 21 per cent. 

Public construction in April was $443 million—15 per 
cent above March and 16 per cent above April 1949. 
The largest increases over March were in highway-build- 
ing, up 38 per cent, and in conservation and development 
projects, up 20 per cent. 

Source: Departments of Commerce and Labor, Joint 
Press Release, Washington, D.C., May 2, 1950. 
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FINANCIAL NEWS SURVEY 


Canada’s 1949 International Accounts 


Canada’s current account surplus with all countries 
in 1949 was Can$180 million, or 60 per cent below 1948, 
according to revised estimates. The decline was due 
mainly to a reduction of $139 million in the export 
balance on merchandise account, although other current 
account items showed decreased surpluses or increased 
deficits; for example, net payments of interest and divi- 
dends were $52 million above 1948 while net tourist 
receipts were down $49 million. 

While Canada’s current account surplus with all 
countries declined, its estimated deficit with the United 
States increased from $393 million in 1948 to $594 
million in 1949. Its trade deficit alone rose $89 million, 
largely because of increased imports at higher prices. 


Net income payments by Canadian’ companies ‘to ‘parent 


companies and their shareholders in the United States 
were $55 million above 1948, while net receipts from 
tourist expenditures declined $48 million, because of a 
sharp rise in the expenditures of Canadian visitors to the 
United States. 

Transactions with the United Kingdom resulted in a 
current surplus of $443 million, compared with $486 
million in the previous year; net shipping receipts and 
transfer of immigrants’ funds were down $35 million. 

On capital account, Canada had a net outflow (exclu- 
sive of the increase in official reserves of US$119 million) 
of Can$43 million, compared with a net inflow of $40 
million in 1948. Net loans totaled $107 million in 1949; 
net retirements of Canadian securities, $42 million. The 
1948 inflow resulted primarily from the sale in the United 
States of a $150 million issue of Canadian bonds. 
Source: Dominion Bureau of Statistics, The Canadian 

Balance of International Payments, Preliminary 
Statement, 1949, Ottawa, Canada. 


U.K. Investment in Canada 


The English Electric Co. of Britain has bought a con- 
trolling interest in the John Inglis Co. of Toronto, owners 
of English Electric of Canada, for £750,000. 


Source: The Times, London, England, May 5, 1950. 


Latin America 


Export-Import Bank Loan to Bolivia 


The Export-Import Bank of Washington has extended 
a credit to the Government of Bolivia to finance two- 
thirds of the cost of completing the Cochabamba-Santa 
Cruz highway, up to a maximum of $16 million. This is 
the second credit extended to Bolivia for this purpose; 
the first, in 1942, was for $10 million. 

Construction of the highway is a difficult undertaking 
and involves 300 miles of unsurveyed territory and the 
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crossing of several main ranges of the Andes mountains. 
Its completion will provide the first land transportation 
link between the centers of population and economic 
activity and the underdeveloped but important agricul- 
tural area of eastern Bolivia, and will make possible the 
development of the Santa Cruz area as a source of supply 
of foods and other agricultural products which are now 
imported. 

Source: The Export-Import Bank of Washington, Press 

Release, Washington, D.C., May 2, 1950. 


Other Countries 


South African Views on Gold 


The South African Minister of Finance, Mr. Havenga, 
has criticized the Fund’s Report on External Transactions 
in Gold at Premium Prices which rejected the South 
African proposal to allow half of the newly-mined gold 
to go to premium markets (see this News Survey, Vol. II, 
p. 333). 

Mr. Havenga regards the Fund’s gold policy as “ineffec- 
tive” and “largely discredited.” He maintained that the 
Fund’s Articles of Agreement specifically permit sales 
of gold at premium prices to nonmembers and individuals, 
and stated that the South African Government has in- 
formed the Fund that it reserves all rights safeguarded to 
it by the Articles. The Fund, he declared, estimated that 
five-sixths of the supply of gold in premium markets came 
from official holdings. Although some of this came from 
nonmembers on whom the Fund could not exert pressure, 
it was clear that some members did not always conform 
strictly to the Fund’s policy. Mr. Havenga cited an 
instance in which the U.S. Treasury facilitated the pur- 
chase of $80 million of gold by a U.S. oil company from 
the official reserves of a nonmember for transfer to pre- 
mium markets in the Middle East. The U.S. Treasury 
had laid it down that no U.S. subject should deal in such 
gold at a premium, and formally this was not a U.S. 
premium transaction. Its effect, however, was in no way 
different from that of a premium transaction. 

Mr. Havenga said that the Union would watch the 
course of events closely since it could not in the long 
run carry the greater part of the burden of maintaining 
the Fund’s policy of exchange stability. 

Source: The Financial Times, London, England, May 6, 
1950. 


New Zealand Finances 


New Zealand’s Prime Minister, referring to the Govern- 
ment’s action in releasing from official control privately 
held overseas funds, has stated that these funds amount 
to £39.2 million, including £25.9 million in Australia, 
£11.7 million in the United Kingdom, £0.5 million in 
Canada, and £0.4 million in the United States. Of the 
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total, £32.8 million is held in stock exchange securities 
and £2.5 million in foreign balances, bank notes, and free 
and fixed deposits. Plans are being worked out to allow 
these funds to be used for importing goods. 

The Prime Minister also stated that expected losses of 
several trading Departments were reaching a point at 
which it was becoming difficult to provide even essential 
amenities. A capital program calling for the expendi- 
ture of £366 million in the next seven years had been 
inaugurated, but it was estimated that taxation and bor- 
rowing would provide only £106 million toward the total. 
Source: New Zealand Embassy, News from New Zealand, 


Washington, D.C., April 1950. 


New Zealand Subsidies 


A reduction of subsidies in New Zealand, estimated to 
save £7 million in the current year and £12 million in a 
full year, was announced on May 6. This is expected 
to raise the cost of living by about 4 per cent. The Prime 
Minister stated that the accounts for the past financial 
year showed a surplus in the Consolidated Fund offset 
by a deficit in the Social Security Fund, leaving a small 
net credit; in public works expenditure, however, the 
Government paid out £26 million more than was received 
from borrowing and taxes. Maintenance of subsidies on 
the present scale, together with additional defense ex- 
penditure for compulsory military expenditure, would add 
£10-12 million to commitments. Extra money could not 
be found from taxation, which was already too high. 


Source: The Times, London, England, May 6, 1950. 


Currencies of the French Union 


The French Economic Council has adopted a report 
which concludes that the creation in 1945 of different 
colonial francs has been far from beneficial to the terri- 
tories concerned. The establishment of colonial francs 
had indeed been inevitable at the time on account of the 
widely divergent wartime monetary experiences of the 
metropolitan territory and the French colonies. The subse- 
quent movements in the exchange rates between the dif- 
ferent French Union currencies had, however, meant a 
series of profits or losses, for which it had been necessary 
to seek compensation. The efforts of the commissions 
established for this purpose had not always given the 
expected results, and there had been purely speculative 
transfers of capital from one territory to another. Accord- 
ing to the Economic Council, the creation of the CFA and 
the CFP francs has been a cause of economic trouble, 
which may also have harmful political consequences; 
any proposal to solve the problem by linking these cur- 
rencies to a foreign currency would only accentuate these 
difficulties. The Council is of the opinion that the present 
parities should be maintained. 

Source: Le Monde, Paris, France, April 11, 1950. 


INTERNATIONAL MONETARY FUND 


Netherlands Antilles Payments Position 


Sterling receipts of the Netherlands Antilles are con- 
vertible into U.S. dollars. During 1949 the Bank of 
England converted the equivalent of $27.4 million, against 
$32.0 million in 1948. Purchases from the sterling area 
were declining during 1949, but recovered after sterling 
devaluation in September, especially purchases of motor 
cars. 

No increase in throughput of the Shell Refineries is 
expected in view of a possible reduction in fuel oil ex- 
ports to the United States, but it is thought that expendi- 
ture and the labor force will remain at about the present 
level. Tourism and ship repairs are declining, following 
the widespread devaluations in which the Netherlands 
Antilles guilder did not participate. 

Source: Board of Trade Journal, London, England, April 
15, 1950. 


Trade of British Guiana 


Imports into British Guiana in 1949 were W1$49.8 mil- 
lion. Exports, which were about one quarter larger than 
1948, totaled W1$45.8 million; this increase was concen- 
trated in four commodities—sugar, rum, rice, and bauxite. 
The trade deficit was thus W1$4.0 million, compared with 
WI$11.2 million in 1948. 

The direction of trade was substantially different from 
1948. The proportion of exports going to Canada and 
the United States rose and the proportion of imports fell, 
so that the 1948 deficit with these countries of W1$2.9 
million was replaced by a surplus of WI$10.0 million. 
The reverse was true of trade with the United Kingdom, 
with which there was a deficit of W1$7.6 million, com- 
pared with a deficit in 1948 of WI$2.7 million. 


Source: Records and Statistics, Supplement to The Econo- 
mist, London, England, May 6, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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